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The Impact of the Federal Estate Tax on State Estate Taxes

Summary

An estate tax is a tax leviedfedetht gevetanméntt
many state governments levy estate taxens or S ome
2012, the federal estaetxc Itmskdomn ltoovp aotre aof$ 535 %.
federal estate ttax oi-¥th&ketpgsttnbeduteoeworhtansdry 1,
mil exeth asndon op rTahteédmiod i §s6?4a¥2 013 budget proposes
estate tax with a $3.5 milli oMa neyx esmpatticosn aalnsdo tloep
estathee roirt ainnce taxes (or both) that are linked t
allowed to2OGCkIvelraw,d osfepadteartad t ax revenue will 1nc

by mpionag grteabxuemden on estates ft hhthl woludw @m telxke e n
PresisdeFn¥2013 budget ppropatake increase 1in state
likely be greater than the percentag0lhcrease i
law. The principalfedeursacl icsr etchiet rfeoru rsnt aotfe tdheeat h
changes originkhddmominca cGreadwtbhy Tahxe Relief and Rec
( EGTRR.AL .-1 fle&xP i r e .

Beofr e EGTRRA, all 50 states and the District of

estate taxes were linked directl(detd@®ddbskhe federal
because the credit could al stoa xbees )u s-felalrefl dmdilmhe r i
credit meant that state taxes were not an addit:i
sharing arrangement between the federal gover nme
taxes to matehabxaeare¢ediytt hEGTRRA gradually replac
deduction. Because of this change to a deduction
l onger of f-f edtololna ra bdaoslilsarand, as a res uelst, I mpos ¢
and heirs. States were then lobbied for relief f
2012, just 16 states and the District of Col umbi
inheritance tax (2 states levied both).

As Congisdasdserso the future of the federal estate
of the tax with the states have arisen. This rep
estate taxes under (hyeexpoehdk)yhet €2 62080alt have pr e
laawnd (3)hee200f tawtasdmmmapsasd2dbin3thbhaddet prop
A fourth option, repecalbaodn tthreofesded.all fe stthaad ef ¢
were rtepeamesdt nriespgzantle ocefwoul d flod Reobwy ,This option
howeweurhalst Hd keedmwsi dered in the cohepgpandofhbébroa:
scope of this report.

Which course of action Congress wialile scchloeoasre. 1 s u
What is more certain is that coordination with s
compliance costs of the estate tax, 1increase the
increase the economectakt€sciency of state esta
This report will be updated as legislative event
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Introduction

An estate tax 1is a tax levied on the assets 1eft
many state governments levy estate taxes or S ome
Unar curthentesltaw,e tt ax 1s s@BWOdubke¢ducourevent Jaau

20Iw3i th a $1 million exemphtod hend etdep adates taft el
currahtowsi §or facamnt npatnhoobugnhte,r I §i Se.nldiagnmn il fi cantly

l oweorp 1 atWi tohf t3h5i%. as backdrop, 1t 1s believed t
federal estate tax 1in the near ter m.

How Congress chooses to adtAdwmiilnli $sit mfa¥tZiGolns t at e go
budpeoopsonsi ddl e ground betw88nS5thobtiopterwnampwioh
rate bTfhedr5e%.i s an important difference between t
Ad mi ni $st rpartoipoons a 1d eechucchtoimod toavt @ deat h-2 @ @ kekawher ez
provicdreefdoiat t hose taxes.

For example, when an estate files a federal retu
paid are deducted from the vabubtidvy. the eontteshbd
the2p0Hd Il aw, the estate would calculate the fede
tax paymbtedtoldalr]l fror any state estate taxes paid.
Changes the federal dteactlei ntea xi na rset aitne peasrtta tree

t o e sdt
from $9.07 billion in 2001 to $4.65 bil'dion in 2
proposal enacted, then the recent trend of decli
(s 9leJXUH

Thienteraction bet ween, feflemat @mhe hsatsta ddereatvanx xt phoet p
interest of Congr e sesa.g ] croeuccehnetd cionn gdriesscsuisosni aoln sh o |
reform, hinted at biparttiasxooridnneté¢éo®ohnh brtereaut &
government and the s fSacane Ba ( @ whsi,sa iompregn i tnhge s st taat te emse )
t heahingt,henoftoeldl o wi ng

We need to make sure our federal, state and local tax systems are working together. As part
of tax reform, we should ask how we can help states collect taxes owed and how we can
encourage standard rules to protect taxpayers from multiples tand needless
complexity?

Seant dat ch also acknowledged the potential 1impact
di fferent levels of government. His interest, h o

Issues involving the federal impact onatst and local revenues impact both the
Constitution’s separation of powers between the
separate identity of the sovereign stdtes.

1 For more on current law, see CRS Repord6, Federal Estate, Gift, and Generati@kipping Taxes: A
Description of Current Lanby John R. Luckey.

2U.S. Congress, Senate Committee on Finahae,Reform: What It Means for State dratal Tax and Fiscal Poligy
112" Cong., 29sess., April 25, 2012.

3Sen.Max Baucus e€arhgStatemenof Senator Max Baucus Regardifigx ReformandState and Localax and
Fiscal Policy ” April 25, 2012.

“Sen. Orrin Hatch, <“elammithe HSaring Examiring the Impact &f Tax Reform on State
and Local Governments,” April 25, 2012.
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The bipartisan recognition that stdeestmatts are
imply that there is agreement on how lw sheuctur
1 1'TonglSes 34The Middl Ac@lwosws] dTaxkICawxt hawesbdbatevVe
to tRO0gr ¢ aw. Alternat itvieolny,AcTth.co fTAZxE dRi iktles Pr e ve n
companion, The Job Preontteicotn oAdtaRjodf SRRedalel2sds(iexnt ehrde w
2012 estate tax parameters through 2013.

In gemher7a@l @1 ts ©f ut harwosutladt et atxa xsi gni ficantly mor e
would the FY20l30obudgee¢np’Repesh i D®IMOoll a he pre
structure would sriegsnulfti ciaanxta byl emso¢rsetmantpea st eidn t 200 1t 3h e
number bdbf rexarnE/DEQHehder éPnis@dFOYR2 013 budget propo.

woul ¢ etwaeset at et hiam 2FBbhR2DWYol uper ¢cenmmage th® estate
taxable undses atl aparse prboymaghmayl 12. 4 mihd ioge iamfdi vi
24 died in 2010.

I f Congress elects to maintain a federal estate
t hter e at mé¢ at eo fleMiotsht tcarxietsi.cal l y, t hceh oiintpea cotf wi 11 d
whether to allowcolimgaitndtt fledehalt axstlwee taxes
components, such as the exclusion amount, the to
will also be 1import arnet .1 eTshse siempfoarcttaonrts ,f rhoomw eavne ri,n
coordination perspective with thmapypssibtescunsep
the federal exclusion amount. as the threshold fo
This 1 epsarnt opvreawiidkew @effi ttal e flakemsance 2001, high
federal and state eslaweabtthaex irnepvaecntu eo.f Tthhee rtehproeret
options cit e dsaanb oevceo,n oammidc ppreerssepnetct i ve of t he pol
be wupadsatleedgi sl ative events warrant

Federal Es220ale tTaa x2G61 2

As notelHleaboderatlekbtehyei tsake widd Congidhgseein th
alternatives are (elx)a nmmienveed? Of Ootlrd I ghiwegs x griedp2h rith w
and (3)hee200f {awtasdmpmampsst¥2ddoh3dthadget propos

7TDEHr a summary) .béTutthee pa op oma htyh aott hceoru 1odp tbieo n s
considet ddpd @tnhse saer e receiving the most attention,
t raodfef s under cursFroente xcaanpslied e rtahtei e derlafl estate
the fedetrnal westarepeal ed, repeal of state estate

5 For 2012, under the Tax Relief, Unemployment Insurance Reauthorization, and Jobs Creation Act of 2010
(TRUIRJCA), the top rate was set at 35%, thengi@on amount set at $5 million, and the deduction for state death
taxes was extended

6 Estimates are courtesy of: UrbBr o o ki ngs Ta x P ol 40156 Es@te Tax Retuyns and Ldabilitye T 1 1
Under Current Law and Various Reform Proposals, Z011 ,  June 2, 2011, available at
http://www.taxpolicycenter.orgumbersdisplayatab.cfmRocid=3037&DocTypelD=7. The 2009 data are from the

IRS and is the ladiling year without a significant impact from the 2010 repeal.

“UbanBr ookings Tax Pol 156 Es@te fax Raturns and LiabilitydUnd€riCurrent Law and
Various Reform Proposals, 26210 2 June’2, 2011

8 U.S. Centers for Disease Qonl, Sherry L. Murphy, B.S.; Jiaquan Xu, M.D.; and Kenneth D. Kochanek,,M.A.
National Vital Statistics Reports, Vol. 60, NpJanuary 11, 201The report can be found hetetp://www.cdc.gov/
nchsflatahvsrhvsr60hvsr60_04.pdf

9 As different states structure their taxes due at death differeatiyne tax the estate while others tax the recipient of
an inheritance-this report refers to these taxes collectively as deatstas does the federal tax code (26 U.S.C. §
2011).
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w
t

outhalst Hd kedmwsidered in the amaontiextbeogfonbdr aahcke s c
his .Trheep ofrotl  owing 1is an overviaewsoficeh@O0Otmddi fic

The -P@@1 Law

If the estate2hBkix Ireweirnt s2 tlo3 pass schedbbked, signi
subject t&€O0t0ax. aWwhd npdawndes a $1 million exemptic
a 5% surtax obertewetat §dO0vmibtédon and $17. 184 mill
portability, and a cr edii2t0 Oflo rl asw amtpeu tdset aytmhe {tdadx e s
52,500 taxable returns 1in 2013.
Table 1.Three Options for the Federal E state Tax
For the 2013 Tax Year
2009 Law Extended
Pre-2001 Law Current Law (President s FY2013
Structural Parameter (Congressional Inaction )  (Extend 2012 Law ) Budget Proposal )
Exemption Amount $1 million $5.120 million $3.5 million
Top Raté 55% plus 5% surtax on 35% 45%
estates between $10 millior
and $17.184 million
State Estate Tax Treatmen Credit Deduction Deduction
Surviving Spouse Portabilit no yes yes
Estimated Returns 52,500 4,000 7,000
Revenue Loss (in millions) 0 $31,207 $22,146

Source: The revenue loss estimate from the Joint Committee on Taxation, Tabi2 126 (extend the 2012
law,S. 3413and Table 122 112R1 (revert to 2009 lawg. 3412

Notes: * The federal estate tax has several graduated rate bracketsT&w#e 5 for the rate schedule.

The Economic Growth and Tax Relief Rec

A

s noteldeabederat estate tax-2091lschedeltadet abseyv

congress i%mhal cahcatnigoers. are t heetr eosfultth eo fmotdhief idcealtai:
originally implemented by the Economic Growth an
( EGTRRAL .-1 #07Under that |1 awfaxeparammet mper went e
reduce the burden of the federal estate tax and
the years leading up to expiration included grad
(technically thenuaqdival entedd moexte)mpfiineom $1 mil
2009, decreasing the top rate from 55% to 45% by
taxes to ™ hdesddimadnchange fundamentally change.d

10 For more on the federal estate tax, see CRS Report RL3B8G@e and Gift Taxes: Economic IssugsDonald J.
Marples and Jan@. Gravelle.

11 The estate tax exemption is not structured like exemptions in the individual income tax. For the estate tax, a credit is
offered for the taxes that would have been due on the amount of the exemption amount. Thus, for 2012, the exemption
amaunt is $5.12 million and the credit for the $5.12 million of estate asset value is $1,772,800.
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and fedteatad t axes and led to a decline 1n both f
estate t ax.

Ex ampMad:ueCpnédat for St PRbivddBetdautcet iToarx e s

Following is an example of a hypot?Fktscal estate
example will use 2012 1law exceptdefdidtrhxtelse t r eat me
because the credit could also PEbosbdmfioroinher:i
$92, 640deiant hsatrtpet ieals t o. Dk osweAg, wasrtiat e death taxes p
Delawarcecredfisdrod | dol toward fedp2@801lcbawtsttacxthr
In scenario sB dfemurhr e¢emtx elsa wl)a,i d t o Delaware are al
Al 1l ot herarpea rtahnee tsearnrse foefétech 20d2ataw andludin
rate amdl B&ked 2sion. With scenario B, each dollar
liability by $0. 35, the marginal [fedaeahldelsltan e
paid to Delaware reduces 7/DE@QHral 1liability by on
Table 2.Federal Credit for State Estate Ta xes vs. Deduction
Hypothetical $7 million Estate in Delaware in 2012
Estate Tax Calculation (A) With Federal Credit (B) With Federal Deduction
Value of Estate $7,000,000 $7,000,000
FederalDeduction for Delaware Estate Tax Paid n/a $92,640
TaxableEstate $7,000,000 $6,907,360
Tentative Federal Tax Liability $2,430,800 $2,398,376
Tax Credits
Equivalent Exemption (for $5.12 Million) $1,772,800 $1,772,800
Delaware Estate Taxes Paid $92,640 n/a
Final Federal Tax Liability $565,360 $625,576
Grand Total: Federal and State Taxes $658,000 $718,216
Effective Federal Tax Rate 8.1% 8.9%
Difference in dollars n/a $60,216

Source: CRS calculations.

Notes: *The tax tables used to calculate the federal and state tax liabilities are reprodu@edble 5 and
Table 6.

Under currend @dédde@ctliaovn wi¢th state estate taxes,
federal taxes when cobhmarddhdet stater ddiatb.ithdattlyod e
The liability is higher because onlgl3bWabflihyg.
If the credit for state deat h “A”alxeelsa swacmect atoe r e p |
ax would not change the total “pgi-maptihlei tfye daesr allo n g
creBhideus, with the,ddbtatli estattrrudtaxres paid 1is gr
et hod.

12 Delaware is scheduled to repeal their estate tax on January 1, 2013.

3 There are a significant number of additional assumptions to simplify the example suctieakictions for spouses
or charities. It is also important to note that very few estates in any given year are valued at $7 million or more.
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Changes in Federal and State Estate

T a

The chanmpgdesnment edhbye EGdRRAnd will have a signifi

federal amdecommate anmsfers at death. Combined fede
estate and inheritance taxes has declined from §
dollars) to $25)BIXWHThé¢ odedihi 2609h¢weeer, was mu
significamtd W rdrsaptfesr state taxes compared to
Reversi®2d0tol pwewould likely rewsrtsng shaseresveéent
revenue more rapidly than federal estate tax revV
The impact of federal changes to the estate tax
most stat arleisntkaetd dtiarxeecst |y omstiandi taxt llyawtoSwohe f
example, when the fedfirlain g xstethaptdessio mtl hdant c rweearsee dc otuh
the fedsr clurl ®@wstalwy tihne iprl afciel i ng t hresholds incre
the option of pheactluwwby seshehgangdecoupling fro
maintain their estate tax revenue. Most states,
administrative or political reasons.

Figure 1.Federal and State Estate Tax Revenue, b y Filing Year

$PRXQWYV DUH LQ T V RI 'ROODUYV
2001 2009
Total $37,529,276 Total $25,297,717

State
$9,069,981
24%

State
54,654,053
18%

Federal
$20,643,664

Federal
$28,459,296

76% 82%

Source: Federal data are from the Internal Revenue Service and the state data are from the U.S. Census Bureau.

14 Data for 2010 and 2011 are available, but are affected by the repeal of the federal estate tax in 20d@ and do

provide a good basis for assessing the interaction between federal and state taxes on transfeysiagdeatrard

Clearly, the repeal had an effect. For the 2010 tax year, the federal estate tax generated $13.2 billion, likely from deaths
occurring before 2010. State collections were $3.9 billioRY2010 and $4.5 billion ifFfY2011. Thus, the decline

from 2001 accelerated through 2010 with combined collections of $17.1 bilhenFY2011 state tax data, which

includes the first six months of 2D1spikes as the federal estate tax returned for 2011. U.S. Bureau of the Census,

State Government Tax Collections: 2011, availablgtat//www.census.gogbvsktatetax/
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t ax

Second, EGTRRA changed the credit for Dtbate deat
year. The impact on state estatefdrax revenue
dollar federal credit for state death taxes mean

estate tftasx ituroddm et sadmdigayrt Tht Lhdagal tbi the

EGTRRA meant that state estate taxes would 1mp
c

Thi

S

led to pressure, at the state | ewel, t o

somet hing mamy esst aatneds t(h2e6 Dsi st rSct of Columbia) |

Th
The

e

2012 Estate Tax

Tax Relief, Unempl oyment Insurance Reauthordi

( TRUI RI.A-31RP1N12A4 St arte.i n3s2t%6t)ed t he expired estate

and
1 nec

(0]

TRUI

por
dec
e Xt
4,0

Th

o

R R SR
O X ® o o wn =0

t
e

e
0

e

extended it through 2012. Under TRUIRJCA, th
me tax rate) and the exemption set at $5 mil
RICAkadndod the deductibnot gahn & 6cholnet iensuteadt et htea
a bainlyntuy eadf s pousal exemption (effectively dout
dElmteygh t he r e neaxienmlpetri odnfS WO 11424, to nraltesIsf Con g
nds the 2012 law through 2018n(ewsthmathedpara
0 estates wo¥ld be taxable in 2013.

Pr &€ss ikde2n®t13 Budget Proposal

PrresFd¥2®dt3 budget proposes r26prmoamgtehs fed
per mbndat bh&i Brreospiodeadt, the top rate would
ion amount $3.5 nfiTlhlei pmrfiarbitlhie yf coode rtale g
also beWmedempes mameadmangtai haw, this proposa
nue loss of -$Bar2.Bu dgwhte nwicnodwopva r etdh ¢ ol @ ur r e
1l @we PBr epsriodpeorstal would yield an estimated

her Taxes

p
e

m

n

e
1

ewoatrree ltated taxes the federal government | ev:
ping taxes. The estate tax is a tax on the W
ts are transferred to hemilkisnkdd tteondmasdtatga
tax avoidance stratelge eesndueh hsfgitvongkiamwt
not incurred at deétnh fwikhde tkedeesani,age ftaxaxn
ing anydutraixnagb laec lgiiffettsi me were counted agains
s. The estate and gift taxes are not unified
usion amounts.

15 The changes vary signifintly by state. McGuireWoods LLP provides periodic updates of the current state of state
death taxes. The most recent update was July 7, B&pZ/iwww.mcguirewoods.comewsresourcegublications/
taxationstate_death_tax_chart.pdf

16 Estimates are fromtHdrbanBr oo ki ngs Ta x P o 1 -0156- BaSaline Estate Tax Ratwnis;€Currerf 1 1

Law

a

nd Multiple R202loJdue2, i.dhedablaid availdble & 0 1 1

http://www.taxpolicycenter.orgumbersdisplayatab.cfmRocid=3037&DocTypelD=/.
17 The gift tax would not be unified witthe estatéaxand would have separate $1 million exclusion.

18 Ibid.
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Genersakipming transfer taxesagkGPTanndmeg asktsaticegt
designed atxeesav dGiedhher sklippimggemramastfieanis a trans
gregatandchild) uwusually through a trust (a fund o1
beneficiary). Tfhodrettiga fagtf etrh ei sh itgahxeasbtl er at e of t he
time of transfer. The estate tax exemption amoun
ese taxes are an administrative patch to the e
anwmtiimlgi zing a more distant decedent. For the r
ectly addressed.

——

—

tax on catphenmpbr gannselsment of the tax struc
t h. Generally, calpad t@di mgsaiarse arrea ltiaxead.l eE swtha tn
siderable unrealized ®Wiptihtoault gaani ness tiantcel utdaexd, i
unt of income would escape taxation. The esta
is imapthdmasheatea l i 2G@edn egraa Inlsy. , once the asset 1is
lue of the asset (ormarhkatbms icn tfhha dsstee refcitph
a(sh eppbdsup). Thus, any unrehdfizedntgaxad. bAn t I
ternative valuvavdeéonbasit hodhadt¢ hehealheiyr as s ume
ometimes “sedppreg twfatshhededhodsent ). Any wunrea
ansferred to the hheeiirr wsooulldd tbhee taasxsaebtl.e Aolnlc eo ft h
this repoup ifmlvalwue hoef sasespets (the basis) tr

e, <O DO AT o
o8 ® o0

:SF*VJ'—‘CDN"*EO(D:T

State Estate, Inheritamce, an

The impact of the 1 mpendidAsgf oc2hOaln2g, eas?2 &w iBI€la tveasr y a ¢
i mpodsseeme type ofiat ade aDEQBEBwos fsetrat e s , Del aware ar
epeal their estate taxes 1in 20
t t 4

it

are scheduled to

1, PAlB3ecent repor by thepMinhmendvtadéotus €£i Rds
DC) with an estate tax, 6 states with an i1inher
inheritance ta-a)Joand2fwithxa stand

Generally, states with n ¢ setda tteo traext uwsne ftohre tnhoew

a
calendrnasaoghkadyle used to calculate®The federal ¢
incor potrlfdaceidé¢ m addcaondebe aut omaticfomeamatng ddathet
were to returnddn the Statte ads P®ODre cobhe Wowukdtaol g

¥JamesMPot er ba and S dhe Distribtienal Burdemaf kaxing Estates and Unrealizedt@apains

at the Ti mdethinkinglkEstatetahd,Gift Taxatiowilliam G. Gale, James R. Hines Jr., and Joel Slemrod

Eds., Brookings Institution Press, 2001.

20 For more on capital gains taxes, see CRS Reper696Capital Gains Taxes: An Overvieby Jane G. Gravelle.

21 This section of the report relies primarily on the research presented by Minnesota House of Representatives: Michael,
Joel, “Survey of State Estate, Inheritance, andtGi ft Taxes
Information Brief updated November 201The reported will be abbreviated as MHR.

22 Minnesota House of Representatives Research Depart&augy of State Estate, Inheritance, and Gift Taxes
November 201]1p. 2.

23The three taxes typically identifieb transfer taxes at death at the state level are estate taxes, inheritance taxes, and
gift taxes. The gift tax is applicable to transfers between living individuals (calleevimtes) and is intended to stem
estate tax avoidance strategies such asétite giving.

24 Minnesota House of Representatives Research Depart&waugy of State Estate, Inheritance, and Gift Taxes
November 2011p. 2.

2526 U.S.C. § 2011.
26 According to the McGuird/oods LLPpamphlet cited earlier, 30 states are tied dirdotife federal credit as of July
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fedencaolde can be as odch apecltlahfrscecenyd et g ZOBMDAect ic
Ohio, and, Whakengompl eetsetlay &iF nt dacids ehaeal # it = td e
estate taxes, state legislative action may be r1e

The initial evxaernipetsi oanmoammeggrsottm t$%3s3, 8, 333 in Ohio to
in North Carolina. SevenFotua ¢ esamadhe Diftrmickl odn
Col umwil hadfw det at e de awihd htgarxa dcuractdeidt hmatta e heshe dul e
l16%or estates valwWadhowngt o168t atmilbkbvors a top T
much lower 7%.

State inheritemmentathen estalessaxes. These taxe
the estate, are more analogous to income taxes.
based on relation to the decedent are common at
and four states allow a %Tohmep leexteempetxicomp tai monu nftosr il
remaining states range from $3, 500 (Pennsylvania

Table 3. State Estate, Inheritance, and Gift Taxes for 2011  Decedents

State Estate Inheritance Gift

Total 17 8 2
Connecticut X X
Delaware X

District of Columbia X

Hawaii X

lllinois X

Indiana X

lowa X

Kentucky X

Maine X

Maryland X X

Massachusetts X

Minnesota X

Nebraska X

New Jersey X X

New York X

North Carolina X

Ohio X

Oregon X

Pennsylvania X

2012.
27 The Ohio estate tax is scheduled for repeal beginning in 2013.
28 A lineal heir would be immediate family and grandchildren, but the definition varies by state.

29 Minnesota House of Representatives Research Degairifurvey of State Estate, Inheritance, and Gift Taxes
November 2011p. 9.
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State Estate Inheritance Gift
Rhode Island X
Tennessee X X
Vermont X
Washington X

Source: CRS presentation of data reported inifhesota House of Representatives Research Department
Survey of State Estate, Inheritance, and GiftNasersber 2011, p. 2.
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Should or Should Not Do,” April 25, 201 2.

31 Elizabeth McNichol State Taxes on Inherited Wealth Remain Common: 22 States Levy an Estate or Inheritance Tax
CenteronBdget and Policy Priorities, January 4, 2012. Ohio’s e
July 1, 2013. The report is availablehtip://www.cbpp.orgfmsindex.cfm?a=view& id=337.
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82.S. Congress, Senate Committee on Finahae Reform: What It Means for State and Local Tax and Fiscal
Policy, 112" Cong., 29sess.Te s t i mony o f WkeleraiState Fax Cobrdinatodhat Gongress
Should or S Wprik26, 201N o t Do, ”

3SFormoresee] acobsen, Darien B., Brian G. Raub, and Barry W. Jotl
C o u n t Statistics 8f Income Bulleti2007, p. 120.

34 The state death tax credit was enacted in 1924. For more historyesftaite tax, see Jacobsen, Darien B., Brian G.
Raub, and Barry W. Johnson, *“Th Statiftiestohlncame Bulleti2OO7Ni nety Year s
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http://www.taxpolicycenter.orgploadElementdl -OKEYELEMENTS_WealthTransferTaxes.final.pdf

%26 U.S.C § 6166.

37 For and extensive discussion of avoidance behaviorsintie@ré 1 1 aw, see Richard Schmalbeck
Feder al Wealth Transfer Taxes,” 1in Ga lRethinkiWg Bstaté andn G. , J ame s
Gift Taxation Brookings Institubn Press, Washington, D.C., 2001, pp.-163.
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38 This theory, however, has not been confirmed empirichly. more, see Conway, Karen Smith and Jonathan C.

Ror k, “State “Death’ Taxe StateaTaxdiNotBdudedcr2006, ppM38@B9.at i on Revi si ted

39The IRS data are for the filing year and the CB data are for the state fiscal year. Summing the two does present some
concern particularly for 2009. In 2009, the IRS data likely reflect mostly information from deaths occurring in calendar
year 20@ under 2008 tax laws. The CB data are revenues from estate and gift taxes collected between July 1, 2008,
and June 30, 2009. The CB data likely include data from deaths that occurred in 2007 under 2007 tax law.

40 CRS Report RS20592sset Distribution of Taxable Estates: An AnalylsisSteven Maguire.
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Table 4. Federal and State Estate Tax Revenues, by State, 2001 and 2009
Dollar Amounts in 00s

2001 2009
State of R esidence State Fed Total State Share State Fed Total State Share
Total $7,499,439 $23,531,334 $31,030,773 24.2% $4,654,053 $20,643,664 $25,297,717 18.4%
Alabama 47,261 267,381 314,642 15.0% - 177,599 177,599 0.0%
Alaska 2,683 35,854 38,537 7.0% 175 17,154 17,329 1.0%
Arizona 76,922 264,485 341,407 22.5% 210 628,316 628,526 0.0%
Arkansas 26,101 118,192 144,293 18.1% 224 81,427 81,651 0.3%
California 934,708 4,000,821 4,935,529 18.9% 245 4,447,354 4,447,599 0.0%
Colorado 82,798 276,209 359,007 23.1% 22 226,344 226,366 0.0%
Connecticut 257,801 449,764 707,565 36.4% 230,503 530,825 761,328 30.3%
Delaware 41,037 78,147 119,184 34.4% - 73,527 73,527 0.0%
District of Columbia 45,670 235,788 281,458 16.2% 74,508 71,504 146,012 51.0%
Florida 707,565 2,521,963 3,229,528 21.9% 4,800 2,712,161 2,716,961 0.2%
Georgia 126,114 498,740 624,854 20.2% 83 330,248 330,331 0.0%
Hawaii 17,541 31,390 48,931 35.8% 274 96,490 96,764 0.3%
Idaho 42,808 55,393 98,201 43.6% 264 118,333 118,597 0.2%
llinois 361,039 1,202,226 1,563,265 23.1% 287,757 780,250 1,068,007 26.9%
Indiana 163,674 392,172 555,846 29.4% 185,662 196,117 381,779 48.6%
lowa 87,670 120,984 208,654 42.0% 72,562 95,098 167,660 43.3%
Kansas 41,195 123,672 164,867 25.0% 22,530 134,138 156,668 14.4%
Kentucky 85,160 194,981 280,141 30.4% 41,234 120,297 161,531 25.5%
Louisiana 82,930 107,960 190,890 43.4% 5,068 286,314 291,382 1.7%
Maine 30,616 120,917 151,533 20.2% 31,819 59,868 91,687 34.7%
Maryland 168,751 435,990 604,741 27.9% 205,627 251,588 457,215 45.0%
Massachusetts 203,381 666,922 870,303 23.4% 259,734 441,458 701,192 37.0%
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2001 2009
State of R esidence State Fed Total State Share State Fed Total State Share
Michigan 155,469 606,645 762,114 20.4% 147 222,530 222,677 0.1%
Minnesota 53,377 113,507 166,884 32.0% 129,811 197,229 327,040 39.7%
Mississippi 27,575 108,733 136,308 20.2% - 79,922 79,922 0.0%
Missouri 153,689 526,504 680,193 22.6% 3,030 555,025 558,055 0.5%
Montana 20,286 57,425 77,711 26.1% 213 59,929 60,142 0.4%
Nebraska 27,411 95,727 123,138 22.3% 493 85,702 86,195 0.6%
Nevada 39,918 167,196 207,114 19.3% - 120,536 120,536 0.0%
New Hampshire 59,266 117,354 176,620 33.6% 77 101,346 101,423 0.1%
New Jersey 478,061 969,865 1,447,926 33.0% 639,544 514,053 1,153,597 55.4%
New Mexico 23,261 84,221 107,482 21.6% 32 68,263 68,295 0.0%
New York 758,523 2,124,843 2,883,366 26.3% 1,165,247 1,956,392 3,121,639 37.3%
North Carolina 143,419 447,392 590,811 24.3% 116,624 237,410 354,034 32.9%
North Dakota 5,056 7,861 12,917 39.1% 40 17,333 17,373 0.2%
Ohio 166,004 900,794 1,066,798 15.6% 64,403 434,588 498,991 12.9%
Oklahoma 84,806 239,356 324,162 26.2% 39,562 147,568 187,130 21.1%
Oregon 42,077 184,325 226,402 18.6% 87,211 129,394 216,605 40.3%
Pennsylvania 776,869 1,060,935 1,837,804 42.3% 748,648 623,711 1,372,359 54.6%
Rhode Island 27,320 89,369 116,689 23.4% 27,262 26,819 54,081 50.4%
South Carolina 49,488 222,519 272,007 18.2% 153 186,779 186,932 0.1%
South Dakota 34,925 41,857 76,782 45.5% 16 27,462 27,478 0.1%
Tennessee 84,140 361,213 445,353 18.9% 91,490 164,499 255,989 35.7%
Texas 322,355 1,170,785 1,493,140 21.6% 2,004 1,411,624 1,413,628 0.1%
Utah 30,017 71,181 101,198 29.7% 321 47,559 47,880 0.7%
Vermont 12,714 33,544 46,258 27.5% 23,397 16,847 40,244 58.1%
Virginia 126,839 593,730 720,569 17.6% 6,005 534,547 540,552 1.1%
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2001 2009
State of R esidence State Fed Total State Share State Fed Total State Share
Washington 106,311 422,227 528,538 20.1% 138,535 356,326 494,861 28.0%
West Virginia 17,541 37,849 55,390 31.7% 29 17,153 17,182 0.2%
Wisconsin 77,084 278,881 355,965 21.7% 20,853 272,134 292,987 7.1%
Wyoming 7,883 69,735 77,618 10.2% 113 49,379 49,492 0.2%

Source: State tax revenue data are from the U.S. Census Bureau and federal tax revenue data are from the U.S. Internal Revenue Servic
Notes: The state tax revenue data are for the fiscal year. The federal tax revéawaeare for the calendar filing year. Thus, the tax revenue are not from the same estates.
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Table 5. Federal Estate Tax Rate Schedule, Pre -2001 Changes

Taxable Estate

Current Statutory Rate

Value From to (in Percent)

$0 $10,000 18
$10,001 $20,000 20
$20,001 $40,000 22
$40,001 $60,000 24
$60,001 $80,000 26
$80,001 $100,000 28
$100,001 $150,000 30
$150,001 $250,000 32
$250,001 $500,000 34
$500,001 $750,000 37
$750,001 $1,000,000 39
$1,000,001 $1,250,000 41
$1,250,001 $1,500,000 43
$1,500,001 $2,000,000 45
$2,000,001 $2,500,000 49
$2,500,001 $3,000,000 53
$3,000,001 and over 55

Source: Federal Tax Code.

Table 6. Federal Credit for State Death Taxes Schedule
In 2012, the Amount is Claimed as Deductiwhen Calculating Federal Estate Tax Liability

Taxable Estate Value

Current Statutory

(less the $60,000 Credit Rate
exemption) to (in Percent)
$0 $40,000 0
$40,001 $90,000 8

$90,001 $140,000 1.6
$140,001 $240,000 24
$240,001 $440,000 3.2
$440,001 $640,000 4.0
$640,001 $840,000 4.8
$840,001 $1,040,000 5.6
$1,040,001 $1,540,000 6.4
$1,540,001 $2,040,000 7.2
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$2,040,001
$2,540,001
$3,040,001
$3,540,001
$4,040,001
$5,040,001
$6,040,001
$7,040,001
$8,040,001
$9,040,001
$10,040,001

$2,540,000
$3,040,000
$3,540,000
$4,040,000
$5,040,000
$6,040,000
$7,040,000
$8,040,000
$9,040,000
$10,040,000

and over

8.0

8.8

9.6

10.4
11.2
12.0
12.8
13.6
14.4
15.2
16.0

Source: Federal Tax Code.
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